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Respondent determ ned deficiencies and additions
to tax for petitioner’s 1986, 1988, 1989, 1990, 1991,
and 1992 taxabl e years.

Hel d: Petitioner’s sole proprietorship earned net
i ncone as redeterm ned herein for each of the 6 years
involved in this case.

Hel d, further, petitioner recognized capital gain
fromthe sale of stock in the anbunts of $10,490 and
$9, 227 in 1989 and 1990, respectively.

Hel d, further, petitioner’s filing status for 1992
was married filing separate.

Hel d, further, petitioner is entitled only to the
standard deduction in 1990.

Hel d, further, petitioner is liable for the sec.
6651(a)(1), I.R C, addition to tax for failure tinely
to file income tax returns for each of the years at
i ssue.
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Hel d, further, petitioner is liable for the sec.
6654, |.R C., addition to tax for failure to pay
estimated tax for each of the 6 years under
consi derati on.

Bruce David Cohen, pro se.

Mles D. Friedman, for respondent.

MEMORANDUM FI NDI NGS OF FACT AND CPI NI ON

NI M5, Judge: Respondent determ ned the follow ng
deficiencies and additions to tax with respect to petitioner’s

Federal incone taxes:

Taxabl e | ncone Tax Addi tions To Tax
Year Defi ci ency Sec. 6651(a) (1) Sec. 6654
1986 $94, 940 $23, 735 $4, 594
1988 58, 089 14,522 3,737
1989 70, 535 17,634 4,770
1990 119, 550 29, 887 7,827
1991 70, 516 17, 629 4,030
1992 78, 024 19, 506 3,403

After concessions, the issues renmaining for decision are:

(1) Whether petitioner’s sole proprietorship earned net
incone in the anmobunts asserted by respondent for each of the 6
years involved in this case;

(2) whether petitioner recognized capital gain fromthe sale

of stock in 1989 and 1990 in the anobunts asserted by respondent;
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(3) whether petitioner’s filing status was single or married
filing separate in 1992;

(4) whether petitioner is entitled to only the standard
deduction or, instead, to item zed deductions, in 1990;

(5) whether petitioner is liable for the section 6651(a)(1)
addition to tax for failure tinely to file incone tax returns for
each of the 6 years at issue; and

(6) whether petitioner is liable for the section 6654
addition to tax for failure to pay estimated tax for each of the
6 years involved

Addi tional adjustnents to petitioner’s self-enploynent taxes
and deduction for self-enploynent taxes are conputational in
nature and wll be resolved by our hol dings on the foregoing
I Ssues.

Unl ess otherw se indicated, all section references are to
sections of the Internal Revenue Code in effect for the years at
issue, and all Rule references are to the Tax Court Rul es of
Practice and Procedure.

To facilitate disposition of the foregoing issues, we shall
first make general findings of fact and then conbi ne our findings
and opinion with respect to each issue.

| . CGeneral Findi ngs of Fact

Sone of the facts have been stipulated and are so found.

The stipulations of the parties, with acconpanying exhibits, are
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i ncorporated herein by this reference. At the tine the petition
was filed in this case, petitioner resided in Dana Point,
Cal i fornia.

From 1984 through 1999, petitioner operated a sole
proprietorshi p under the nane of Dana Point Bicycle Sport
(Bicycle Sport). Bicycle Sport was an i ndependent bicycle retai
store engaged primarily in the business of selling new bicycles
and bicycle-related products to consunmers and of repairing
bi cycl es.

Petitioner failed to tinely file Federal inconme tax returns
or to pay any estimated taxes for the years at issue. As a
result, a revenue agent with the Internal Revenue Service,
Darrell Cavender, contacted petitioner in 1994 in an attenpt to
secure the delinquent returns. Wen petitioner failed to submt
the requested returns, notices of deficiency based on records
obtained fromthird parties were issued to petitioner for the
subj ect years on April 29, 1996

Thereafter, on Cctober 26, 1998, petitioner filed tax
returns for all 6 years. Through the information provided on
such returns and additional financial materials obtained,
respondent concluded that the anounts for which petitioner was
determined to be liable should be reduced. At initial hearings
in this case on March 20 and 27, 2000, respondent conmunicated to

the Court the follow ng revised anmounts in dispute:
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Taxabl e | ncome Tax Addi tions
Year Defi ci ency To Tax
1986 $11, 062. 00 $3, 300. 73
1988 3,927.00 1, 234. 37
1989 43, 131. 00 13, 699. 70
1990 20, 276. 00 6, 396. 52
1991 19, 610. 00 6, 023. 24
1992 9,182. 00 2,695. 96

Respondent al so infornmed petitioner at the hearings that
further adjustments would be nmade if petitioner denonstrated
nont axabl e sources of income and/ or business expenses in excess
of those underlying respondent’s revised conputations, provided
evi dence of a cost basis in property generating capital gains, or
substantiated certain anounts clained as item zed deducti ons.
Petitioner did not do so, and respondent’s position regarding
petitioner’s tax liabilities remai ned substantially unchanged at
the time of trial on March 21, 2001. Petitioner appeared and
testified at trial but did not provide any further docunentation
relating to his financial affairs. Subsequent to the
proceedi ngs, respondent filed a posttrial brief; petitioner did
not .

1. Net | ncone From Proprietorship

The incone of a sole proprietorship nmust be included in
calculating the incone and tax liabilities of the individual

owni ng the business. Sec. 61(a)(2). The net profit or |oss of
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such an enterprise is generally conputed on Schedule C, Profit or
Loss From Busi ness, by subtracting cost of goods sold and
ordi nary and necessary busi ness expenses fromthe gross receipts
of the venture. For the years at issue, respondent cal cul ated
petitioner’s net income from Bicycle Sport through a conbi nation
of accepting in whole or in part figures reported on petitioner’s
|ate-filed returns and of enploying indirect nmethods to supply
m ssing or additional data.

Taxpayers are required to naintain records sufficient to
establish the existence and anount of all itens reported on the
tax return, including both inconme and deductions therefrom Sec.

6001; Hradesky v. Conm ssioner, 65 T.C. 87, 89-90 (1975), affd.

540 F.2d 821 (5th Cr. 1976); sec. 1.6001-1(a), Incone Tax Regs.

I n absence of books and records adequate to determ ne a
taxpayer’s proper tax liability, the Comm ssioner is authorized
to reconstruct inconme by any reasonable nmethod which will clearly

reflect inconme. Sec. 446(b); Comm ssioner v. Hansen, 360 U. S

446, 467 (1959); Palmer v. IRS, 116 F.3d 1309, 1312 (9th Grr.

1997); Petzoldt v. Conm ssioner, 92 T.C. 661, 686-687 (1989).

As a general rule, the Comm ssioner’s determ nations are
presunmed correct, and the taxpayer bears the burden of proving
error therein. Rule 142(a); cf. sec. 7491 (generally effective
Wi th respect to exam nations comencing after July 22, 1998).

However, the Court of Appeals for the NNnth Crcuit, to which
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appeal in the instant case would normally lie, has indicated that
before the presunption of correctness will attach in an
unreported inconme case, the determ nation nust be supported by at
least a “mnimal” factual predicate or foundation of substantive
evi dence |linking the taxpayer to income-generating activity or to

the receipt of funds. Palnmer v. IRS supra at 1312-1313; see

al so Rapp v. Comm ssioner, 774 F.2d 932, 935 (9th Cr. 1985);

Pet zol dt v. Conm ssioner, supra at 687-689.

Here, the record clearly links petitioner to an incomne-
produci ng activity. Bicycle Sport, even according to
petitioner’s own returns, generated substantial gross sales in
each of the years at issue. Accordingly, respondent’s
reconstructions of the business’s profits, to the extent they
reveal unreported incone, are supported by the requisite factual
predi cate for placing the burden to show ot herw se upon
petitioner.

A 1986

On the Schedule C attached to petitioner’s 1986 Form 1040,
U.S. Individual Income Tax Return, gross receipts fromBicycle
Sport are shown as $311,159. After deductions, petitioner
reported a net loss fromhis business of $5,063. Respondent
accepted, and the parties stipulated, that gross sales in 1986
were $311, 159. However, because petitioner provided no records

substantiating his clained expendi tures, respondent used industry
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statistics to reconstruct expenses. |In this endeavor, respondent
relied on a financial survey prepared by the National Bicycle
Deal ers Association entitled “The Cost of Doing Business for

| ndependent Bicycle Retailers”. The survey found that for the
aver age i ndependent bicycle retailer with total revenue of

bet ween $250, 000 and $500, 000 in 1993 and 1994: (1) The owner of
t he business took a total salary or draws of 7.1 percent of total
revenues, and (2) the shop had a net financial incone of 3.8
percent of total revenues. The parties then stipulated that in
1986 the average i ndependent bicycle retailer with total revenue
in the $250,000 to $500, 000 range al so had owner salary or draws
of 7.1 percent and net financial inconme of 3.8 percent of total
revenues.

Based on these percentages, respondent conputed Bicycle
Sport’s net profit for tax purposes to be $33,916. This nunber
conprises owner draws of $22,092 (.071 x $311, 159), a
nondeductible outlay in this context, and net financial incone of
$11,824 (.038 x $311,159). Stated differently, the survey showed
that the average bicycle retailer earned net incone for tax
pur poses of 10.9 percent of sales (7.1 percent + 3.8 percent) and
i ncurred deductible or offsetting expenditures of 89.1 percent

(100 percent - 10.9 percent) of sales. Accordingly, here Bicycle
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Sport was determ ned to have net incone of $33,916 after
subtracti ng expenses of $277,243 (.891 x $311, 159) fromthe
stipul ated gross sal es.

Petitioner has offered no concrete evidence to establish
either that his business diverged fromthat of the average
bicycle retailer or that he incurred specific costs in excess of
t hose taken into account by respondent’s nethod of
reconstruction. Rather, petitioner has offered testinony,
tangential at best, regarding his standard of living, on the
prem se that “My standard of living did not, has not, never has
reflected the amount of incone that they all eged, either
originally or now'. He has also relied on unsupported assertions
that his business operated at a | oss, such as that in the
foll ow ng brief colloquy:

THE COURT: Al right. You went for 6 years
wi t hout maki ng any noney? |s that what you’' re saying?

MR. COHEN: Yes, sir, absolutely.
In these circunstances, we conclude that respondent has
enpl oyed a reasonabl e nmethod for reconstructing petitioner’s
Schedul e C inconme for 1986 and that petitioner has failed to
carry his burden of showi ng such nethod to be in error. As the
Court of Appeals for the Ninth Crcuit has expressly stated:
“Courts have long held that the IRS may rationally use statistics

to reconstruct inconme where taxpayers fail to offer accurate
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records.” Palner v. IRS, 116 F.3d at 1312. Petitioner mnust

report business incone fromBicycle Sport of $33,916 for the 1986
t axabl e year.

B. 1988, 1990, and 1992

For the 1988, 1990, and 1992 taxable years, the Schedules C
submtted by petitioner reflected gross sales from Bicycle Sport
of $584, 120, $731,881, and $617, 273, respectively. After offsets
and deductions, petitioner reported a net |oss of $78,316 in
1988, a net profit of $15,380 in 1990, and a net |oss of $7,105
in 1992. Petitioner has at no tinme provided books and records to
docunent the cal cul ati on of these anounts.

Wth respect to these years, respondent was able to obtain
the financial records necessary to performa bank deposits
anal ysis. The use of the bank deposits nmethod for conputing
unreported i ncone has | ong been sanctioned by the courts. Factor

v. Conmm ssioner, 281 F.2d 100, 116 (9th Gr. 1960), affg. T.C

Meno. 1958-94; dayton v. Comm ssioner, 102 T.C 632, 645 (1994);

DiLeo v. Commi ssioner, 96 T.C 858, 867 (1991), affd. 959 F.2d 16

(2d Gr. 1992). Underlying this method is the principle that
bank deposits constitute prinma facie evidence of incone. (ayton

V. Conm ssioner, supra at 645; Di Leo v. Comm Ssioner, supra at

868; Tokarski v. Comm ssioner, 87 T.C. 74, 77 (1986). A bank

deposits anal ysis nmust generally enconpass the followng: (1) A

totaling of bank deposits; (2) the elimnation fromsuch total of
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any anounts derived fromduplicative transfers or nontaxabl e
sources of which the Conm ssioner has know edge; (3) the further
reduction of the adjusted total by any deductible or offsetting
expendi tures of which the Conm ssioner is aware. Cayton v.

Conmi ssi oner, supra at 645-646; DilLeo v. Conm ssioner, supra at

868.

As previously indicated, the burden here rests on petitioner
to show error in respondent’s analysis, either by proving a
nont axabl e source for deposits or by substantiating all owable

expenditures. Rule 142(a); dayton v. Comm ssioner, supra at

645; Estate of Mason v. Commi ssioner, 64 T.C. 651, 656-657

(1975), affd. 566 F.2d 2 (6th Gr. 1977). |In some circunstances
(e.g., fraud cases), the Comm ssioner may be expected to
i nvestigate | eads of nontaxable sources that are “reasonably

susceptible of being checked.” Holland v. United States, 348

U S 121, 135-136 (1954); see also Tunnell v. Conm ssioner, 74

T.C. 44, 57-58 (1980), affd. 663 F.2d 527 (5th Cr. 1981).
However, this “lead-check rule” has been held inapplicable where
t he taxpayer bears the burden of proof or where purported | eads

are vague and unsupported by any evidence. Tunnell V.

Conmi ssi oner, supra at 57-58.

During 1988, petitioner maintained a single business bank
account in the nanme of Bicycle Sport at the Dana N guel Bank. A

second busi ness bank account was opened in the nanme of Bicycle
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Sport on Cctober 18,

1989, at Mbnarch Bank.

After a period of

inactivity, the Dana N guel Bank account was cl osed on June 8,
1990, with a final w thdrawal of $2,388.87. Using records for
t hese accounts, respondent determ ned petitioner’s net incone
from Bicycle Sport as foll ows:
1988 1990 1992
Total Deposits $783, 228. 10 $741, 074. 36 $674, 278. 00
Less: Transfers 0. 00 2,388. 37 0. 00
Subt ot al 783, 228. 10 738, 685. 99 674, 278. 00
Less: Checks & Debits 777, 215. 48 760, 520. 95 679, 358. 26
Subt ot al 6,012. 62 -21,834.96 -5, 080. 26
Plus: Owner Draws 10, 640. 00 64, 400. 00 52, 200. 00
Subt ot al 16, 652. 62 42, 565. 04 47,119.74
Plus: Additional Draws 0. 00 8, 500. 00 0. 00
Subt ot al 16, 652. 62 51, 065. 04 47,119.74
Less: G fts, Loans, Etc. 0. 00 0. 00 0. 00
NET | NCOVE $16, 652. 62 $51, 065. 04 $47,119. 74

We consider the sustainability of

respondent’ s anal ysi s

has shown entitlenent to

first by addressi ng whet her

petitioner

further offsetting or deductible expenditures and,
deci di ng whet her petitioner
deposits in the Bicycle Sport accounts.

In perform ng the above cal cul ati ons,

deducti bl e busi ness expenses al

second, by

checks drawn on the Bicycle

Sport accounts except for those determ ned to be owner draws.

For the majority of these suns characterized as nondeducti bl e

draws, the record contains copies of checks which

are nade

has proven nontaxabl e sources for the

respondent treated as
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payable to petitioner, have the word “Draw witten in the space
for “Description”, and specify a check anmount in round hundred-
dollar increnents. Petitioner does not dispute that these and
simlar checks total ed $10, 640, $64, 400, and $52, 200 for 1988,
1990, and 1992, respectively. However, for Decenber of 1990, no
copi es of the checks drawn on Bicycle Sport’s account were made
avai l abl e to respondent. Because the bank statenents for
Decenber showed two checks in even amounts simlar to those
identified as draws, respondent concluded that these, too,
represent ed nondeducti bl e draws of an additional $8, 500.
Petitioner has offered no evidence establishing that the
anounts treated as draws should in fact be characterized as
deducti bl e expenditures. Rather, petitioner’s testinony at trial
seens to indicate that these sunms were in fact owner draws but
that petitioner holds a msguided interpretation of the incone

tax consequences thereof. For instance, the discussion set forth

below illustrates petitioner’s apparent position.
MR. COHEN: |’ m saying that sone of those cane--
sone of that canme from-as a draw on equity, which I’'m
legally entitled to do as a nontaxable event. |If |

have that noney that |’ve put into the business, then
|"mallowed to take that back out and not declare that
as--that doesn’t have to necessarily be a taxable
event .
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MR COHEN: Not only that, but |’ m saying that
sone of the noney that | started the business with, if
| started the business with x nunber of dollars, |I'm
allowed to draw that x nunber of dollars out, wthout
it being incone.
THE COURT: Well, that’s your version. You can

draw it out, but it’s subject to incone tax. The
busi ness has to pay--

* * * * * * *

THE COURT: | nean, you don't just arbitrarily

draw noney out of a business account and say, well,

this is equity, | don’'t have to worry about the tax due

onit. You can't--that’s just not the way things

oper at e.

G ven this testinony, we have no basis on which to concl ude
that the anmounts treated as draws in respondent’s bank deposits
anal ysis represent deductible expenditures. Petitioner has not
so nmuch as all eged any specific business expenses that were
omtted fromrespondent’s cal cul ations. Hence, petitioner has
failed to prove his entitlenent to any reduction in the net
busi ness i ncone determ ned by respondent on account of additional
costs incurred by Bicycle Sport.

We next turn to whether such net inconme should be decreased
to reflect nontaxable sources for the funds deposited in the
Bi cycl e Sport accounts. On several occasions during the
exam nation and at trial, petitioner alluded to potenti al
nont axabl e sources in the formof inheritances, gifts, and | oans

fromfamly nmenbers and a friend, Anthony Turley. However, none

of these recei pts have been substantiated. The m ninmal record
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which relates thereto is vague as to both timng and amount. M.
Cavender inquired during the exam nation of petitioner’s parents
regarding alleged | oans and/or gifts, but petitioner’s parents
could not recall when or how much was remtted to petitioner

M. Turley |likew se admtted that he was unsure of the dates when
any particular |oans were made. Wen questioned at trial
regarding a clainmed 1987 inheritance from his grandnot her,
petitioner indicated that the funds were used at least in part to
buy a condomnium Simlarly, an alleged |oan frompetitioner’s
sisters was |inked to the purchase of a home. Significantly,
petitioner never asserted that these nontaxable suns were
deposited in Bicycle Sport’s accounts.

We concl ude that petitioner has not proven any of the
deposits into the Bicycle Sport accounts, other than the single
transfer identified by respondent, to be attributable to
nont axabl e sources. (W also note, for the sake of conpleteness
and because the parties have made assertions with respect
thereto, that this record reveals no reasonably definitive | eads
whi ch respondent failed to check.) W hold that petitioner nust
report business incone fromhis sole proprietorship in the
amount s of $16, 652. 62, $51, 065.04, and $47,119.74 for the years
1988, 1990, and 1992, respectively, in accordance with

respondent’ s bank deposits anal ysis.



C. 1989 and 1991

For the 1989 and 1991 taxable years, the Schedules C
subm tted by petitioner reported gross sales in the respective
amounts of $711, 728 and $541, 005. After reduction for costs and
expenses, Bicycle Sport was shown as having earned a net profit
of $124,325 in 1989 and $77,258 in 1991. Respondent has accepted
these figures as representing petitioner’s net business inconme
for such years, due in part to a |lack of conplete records for
performance of a bank deposits analysis. Since petitioner has
never specifically addressed these years in his generalized
argunments to the Court, we |ikew se hold petitioner to the
anounts stated on his own returns.

I[Il. Capital Gin

As a general rule, a taxpayer is required on the disposition
of property to report as capital gain the excess of the anount
realized on disposition over his or her adjusted basis in the
property. Sec. 1001. On petitioner’s 1989 and 1990 returns, he
reported capital gain fromthe sale of stock in the anounts of
$10, 490 and $9, 227, respectively. The attached Schedul es D
Capital Gains and Losses, each show a sales price equal to the
full anmpbunt reported as gain and neither reflect nor deduct
therefromany “Cost or other basis”. At trial, however,
petitioner seenmed to contend, albeit rather obliquely, that he

was entitled to offset his reported gains by sone anount ot her
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than a zero basis. Nonetheless, he did not offer any specific
figures in his testinony and did not produce any docunentation
regardi ng how, when, or at what prices he obtained the shares.
Thus, absent any data in the record which would support a
recal cul ation of petitioner’s capital gains, we hold petitioner
to the $10, 490 and $9, 227 figures stated on his returns.

| V. Filing Status

The filing status of an individual for inconme tax purposes
is determned as of the close of the taxable year. Sec.
7703(a)(1). In applying this rule, however, an individual
legally separated fromhis or her spouse wll not be considered
as married. Sec. 7703(a)(2). Here there appears to be a dispute
bet ween the parties regarding whether petitioner’s filing status
for 1992 should be single or married filing separate.

The parties have stipulated that petitioner was married on
August 19, 1990; that he and his wife separated on January 15,
1993; and that the couple did not file joint returns in 1990,
1991, or 1992. Accordingly, respondent has acknow edged on bri ef
that petitioner’s filing status was single for tax years prior to
1990. In addition, the parties have stipulated that petitioner’s
filing status was married filing separate in 1990 and 1991. It
is respondent’s position that married filing separate is the
appropriate status for 1992 as well. Petitioner, on the other

hand, has refused to agree to a stipulation to such effect. Yet
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he has al so declined to provide any argunent what soever rel ated
to his filing status and relationship wwth his wife. Therefore,
since there is no evidence in the record that petitioner and his
w fe were separated before January of 1993, we hold that
petitioner’s status for 1992 is married filing separate.

V. Standard Deduction or Item zed Deducti ons

An i ndividual who does not elect to item ze his or her
deductions is entitled to the standard deducti on specified for
his or her filing status. Sec. 63(b) and (c). Petitioner did
not elect to itemze on his 1986, 1988, or 1989 returns, and
respondent does not disagree with such treatnment. For 1990,
1991, and 1992, petitioner clained item zed deductions of
$22, 710, $25,143, and $24, 663, respectively, attributable solely
to all eged honme nortgage interest. Because respondent has
conceded that petitioner is entitled to deduct the interest
reported for 1991 and 1992, subject to conputational statutory
[imts thereon, only the 1990 deductions remain at issue.
Respondent asserts that petitioner has not substantiated his
i nterest paynents for 1990, and once again the record is devoid
of any evidence provided by petitioner on this matter. W
sustain respondent’s position in affording petitioner only the

st andard deduction for 1990.
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VI . Section 6651(a)(1) Addition to Tax

Section 6651(a)(1l) inposes an addition to tax for
delinquency in filing returns and provides in relevant part as
fol |l ows:

SEC. 6651. FAILURE TO FILE TAX RETURN OR TO PAY TAX.

(a) Addition to the Tax.--1n case of failure-

(1) to file any return required under
authority of subchapter A of chapter 61 * * * | on
the date prescribed therefor (determned with
regard to any extension of tinme for filing),
unless it is shown that such failure is due to
reasonabl e cause and not due to willful neglect,
there shall be added to the anpbunt required to be
shown as tax on such return 5 percent of the
anount of such tax if the failure is for not nore
than 1 nonth, with an additional 5 percent for
each additional nonth or fraction thereof during
whi ch such failure continues, not exceeding 25
percent in the aggregate.

The Suprene Court has characterized the foregoing section as
inposing a civil penalty to ensure tinely filing of tax returns
and as placing on the taxpayer “the heavy burden of proving both
(1) that the failure did not result from*‘wllful neglect,’” and
(2) that the failure was ‘due to reasonable cause’”, in order to

escape the penalty. United States v. Boyle, 469 U S. 241, 245

(1985). “WIIlful neglect” denotes “a conscious, intentional
failure or reckless indifference.” 1d. “Reasonable cause”
correlates to “ordinary business care and prudence”. [d. at 246

& n.4; sec. 301.6651-1(c)(1), Proced. & Adm n. Regs.
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Section 6012(a)(1)(A) further delineates that an individual
is required to file a tax return for any year in which his or her
gross i ncone exceeds the sum of the applicable exenption anpbunt
and standard deduction for such taxpayer. |In this context, gross
i ncone includes “Goss inconme derived from busi ness”, sec.
61(a)(2), which in turn is defined as “total sales, |ess the cost
of goods sold,” plus certain other itens, sec. 1.61-3(a), |ncone
Tax Regs. Business expenses, as distinct fromcost of goods
sold, are not subtracted in ascertaining gross business incone.
Id.

Here, petitioner did not file tax returns for 1986, 1988,
1989, 1990, 1991, and 1992 until Cctober of 1998. Such returns
were untinely by a large margin. See sec. 6072(a). Furthernore,
the returns, even as filed, reflect substantial gross incone
derived fromBicycle Sport and thus clearly place petitioner over
the filing threshol d.

Petitioner, however, has fallen far short of establishing
reasonabl e cause for his repeated failure to file tinely tax
returns. Oher than vague references to | oss of records and
per haps the m sgui ded belief that he owed no taxes, petitioner
has not offered any explanation for his delinquency. W
therefore hold that petitioner is liable for the section
6651(a) (1) addition to tax for each of the taxable years at

i ssue.
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Vi, Section 6654 Addition to Tax

Section 6654(a) provides for an addition to tax in the case
of any underpaynent of estimated tax by an individual. Were
paynments of tax, through either w thholding or the making of
estimated quarterly tax paynents, do not equal the percentage of
total liability required under the statute, inposition of the
addition is automati c and nmandatory, unless one of the statutory
exceptions enunerated in section 6654 is shown by the taxpayer to

apply. Sec. 6654(a)-(e), (g); Gosshandler v. Conm ssioner, 75

T.C. 1, 20-21 (1980). Since petitioner paid no estimted taxes

and has offered no evidence indicating any of the exceptions to

be applicable here, we sustain respondent on this issue for each
of the taxable years under consideration.

To reflect the foregoing and the parties’ concessions,

Deci sion will be entered

under Rul e 155.




